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Before dawn on July 4, stock broker Juan Ricardo Escobar and two associated fled the country
after embezzling at least $13 million. The losers were primarily Escobar's friends and business
associates. The "Picas scam" (Escobar's nickname is Picas) focused attention on other illegal
financial activities that have emerged in recent years via institutionalized tax evasion and drug
dollar laundering. One of Escobar's associates, broker Jorge Acosta Bonilla, left the country leaving
a debt of $1.5 million. In the past two months, several other cases of embezzlement have surfaced.
Since early 1988, eight of Bogota's 31 brokerage houses have lost their licenses. The Bogota Stock
Exchange the front used by Escobar and other brokers to disguise their illegal activities has suffered
serious credibility problems. Since May, trading is down 40%. Some analysts say the scandal has
had negative effects on the country's entire financial system. New measures are currently being
planned to avoid conflicts of interest and parallel financial activities by brokers, and to provide
authentic investors with some form of insurance against fraud. Some business experts say that the
effectiveness of proper government control is questionable for two reasons: 97% of trading in the
stock exchange involves fixed-interest-rate instruments rather than company shares, and many
investors opt to operate informally in order to evade taxes. The underground financial market has
ballooned in recent years, result of the entry of at least $1 billion per year in drug money. Many
brokers reportedly receive large profits from the flow of these "black dollars." Other users of the
underground market are importers and exporters who wish to avoid tax and tariff regulations, and
citizens remitting dollars to illegal bank accounts in Europe and the US. Many brokers operating
this and other aspects of the underground market were represented on the stock exchange, but
financial experts said it was long apparent that their modest earnings from an exchange that trades
an average of only $3 million worth of stocks each day were insufficient to sustain their often-lavish
life styles. (Basic data from New York Times, 08/29/88)
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